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SUATE OF ARIZONA

DEPARTMENT OF TINSURAMNCE
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1982 by the Director. Nffective

was amended to require insurers to

fila a completed =schedule rating

1 Sy
 Ra

3 logss preveniticn survey. Great

a9t

77 WC with effecbtive

policies

through Japuary 1. 199%, Of these,

tal of 118 criticisms on 41 policy

because Great, Staten;

The interestats/intrastate rishk

sl 1D #") on the policy informalion

raequired by its filed rules.

acquire and incliude the Feadaral

Nuitkber ("FEIN") on the nolicy

policies reviewed, as requited by its
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. delermined the premiums of two policies other

than on the basis of werksheets based on all evidence contained
in the policy files.
e, failed te include the apniversary rabing date
("ARD™)  endorsement, split ratea, and aplit  E-meds on  three
policies which had ARD's other than the policy inceptieon date.
As a vesult, the final audil premiums due were not the final
audilt premiums which should have bhean chavged by Great States.

£ applied an axperience modification factor
("IF-mod”) other than the final E-mod promulgated by the NCCI in
determining the premiumz of nine policies. Az a resulb, two
insureds were overcharged by a total of $§749.

G, failed to retroactively apply the E-Mod received
late in the poiicy term to seven policy files of one combinable
ankity. A= a resullt, the insureds were underchar ged by a total
of $£3,093,

br. Applied "ero-rata” axpense congtants on two
policies of less than 12 months duration. Az n vesulit, thase
insureds were undercharged by a total of $90.

= The Fxawriners reviewed 141 «alosed WO slainm files,
including 62 "fPima Logt" files, with lossa rates from Jannary 2,
1992 through October 23, 1994, The Examiners jssued a total of
A2 criticisms on 8 of the "Time Lost" files becauss Oreal States:

a. paid the first installment of compensation on six
claims more than 21 days after written ne Lification of Lhe claim
by the Industrial Commission of Arizona (UICAT) .

. failed to promptly determine the average monthly

wages of four claimants.

0706197 3
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e, failed to pay compensation, retroactive to the
fivst dates of entitlement. to three claiwmants: Claim
He0001027, SEG.AD; Claim  $#60000491, 525.67; and  Claim
HE0000267; $19.04.

. failed te pay five claims imnediately, which were
not denied within 21 days of notice from the ICA.

e. failed to pay compensation to four claimants
hased on an average monthly wage of $200 per month until their
average monthly wages were detevrmined.

CONCLUSIONS OF LAW

i By  making adjustments to full mataial, premiums
developad for workers' compensation policies without adequate
stificaltion for the adjustments, Creat States violated A R.S.
§ 20-400.01(B). By caloulating workers' compensation policy
priremivme on bhe bastis of  these  adjustsents,  Great  States
viclated A R.5. § 20-400.01(A).

Z. By  failing to  include Risk ID #'s on policy
infomation pages, by Ffalling toe acguire sand include FRIN's on
volicy infeormation pages, and by failing to wend copies of

compicberd worksheats tco the NCCI, Great States vielated AR.S. §

3, By calenlating workers' compensation policy premiums
other than on the basis of iLs rates and rules filed pursuant to
AR.E. § 20-357(A), Creat States violated A.R.S. § Z0-4030.01{A}.
& By failing bto malibtain records ofFf the develcopment of
rates  on all policiex to enable  the Fasminers {fo daterinine
ether filed rates were used in determining policy premiums,

Creal States violated A R.S. § 20-400.01(D).

70197 4




O =~ O O = LW ON =

11
12
13
14
15
16
17
18
19
20
21
22
23
24

26
27
28

5 By failing to pay the first installment of c¢lains
within 21 days after writtern notification of Lhe alaim, Great
Stabtes violated A.R.B. § 23=1062Z2(E).

6. By failing bo promptly determine the average monthly
WA of four aclaimanlys, Great Gtates violated A.R.S. §
23-1061(F) .

T By Failling to pay compengaiion to claimants
retroactive to the first date of entitlement, OCrealt States
violated A.R.S. § 23-1061(F).

5. By failing to pay claims immediately, which were not
denied within 21 davs of notice, from the ICA, Great States
violated A.R.2. § Z3-1061(M)Y.

9. By failing to pay compensation bto claimants based on
an averadge monhthly wage of 5200 per month uutil the average
menthly wages werea deternined, Great States wviolated A.R.S. §
23-1041(F).

10, Crounds exist for the entry of the provision of the
following Ouvdes.

OPDER

T TS BEREBY ORDERFD THAT:

] Groaat Stales shall cease and desist {rom:

o failing Uto include tha Risk ID # and the FEIN on

all Policy Information Pages, as reguired by the RNOCCI's filed

Forms Manual c¢f Workers Compensation and Employers Liability

insurancs,
by, failing to send copies of all completed schedule
rating worksheats to #he MNCCI, as reguired by the NCCI Schedule

Rabing Plan.

9]

Q70197
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Tl ljgsving WO policies at pramiums o
based upon filed rates and mulag.

d. failing to pay the firvst

ther than those

installment of

compensation on claims within 21 days after written notification

of the claim by the ICA.

e, failing to pay compensation to ¢

Inimants in the

amount  of the Taverage monthly wage" at time of injury,

retreactive to the first date of entitlement.

£ failing to pay claims immediately,
denied within 21 days of notice from the I10A.

q. failing to pay compensation based
monthly wage of $200 per wonth until averags moj
determined,

2. Within 60 days of the filed date of ti

States sbhall submit & wriiten acltion pian to

which were not

upon an average

thly wages were

Wi Ovder, Great

the Director to

monitor Arizona issued policies and provide ongoing training to

its employees to ensure that its personnel transact the businesgs

of dinsurance and adjust and pay claims in acco

relance with all

NCCI rules and filings, including its Schedule Rating Plian, and

Las
'

Avizona laws and regulations. e Action Plans
but not limited to, the fTollowing:

a. that all risks are considered for

shall address,

application of

(5 that a schedule rating worisiest ism conpleced for

ety eligible risk, for each policy term, and
each is gubhmitited to the NCOOT.
o that the Risk IDF and the FRTIN

2ach policy information page.

N

070197
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d. that. final FE-Mods be obtained from the NCCI and
aprplied to all eligible rishs,

i that worrect rvates (Including espense constanhs)
be applied to defermine final audited premiums.

. that claimaints’ compensation he determined, and

claims paid, within the time limits provided by law.

e
A

Within 6C days of the filed date of this Order, Great
Btates shall prepare schedule rvating worksheets for the policies
listed in Exhibit A of this Order and shall send copies of the
worksheet to the NCUT and to the Market Conduct Examinations
Division of Cthe Depavtment.

a. re-calculate the final audil premium of Policy
FEWGHO0114E {(1994/14994) Lo include the ARD of September 1, apply
split rates and I-mods accordingly, and determine the amount of
premium which should bhave been paid. If the amounts of premium
determined are less than the amounts paid by the insureds, Great
States shall refund bhe amounts of overcharge to the insureds
with interest all the vate of ten percent pey annum from the date
the amount overchavrged was pald.

b. endorse  the ARD  of October 1 to Policies
HEWGH00401 a3l CREHO00402, apply split rates and E-Mods
accordingly, and determine the amcunt of premium which should
have been due. It the anounts of prewmium determined are less
Fhan the amounbts paid by the insureds, Creal States shall refund
the amouris of overzcharge o the iuvusureds with interest at the
rate  of ten percent per annum  from the date the amount

b1

overcharged was paid.

Q70197 7
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oL cbtain from the NCCI copies of final E-mods for
the policies listed in Exhibit B of this Order, apply correct
rales {including expense consbant), revise final audits and bill
premiums accordingly. 1€ the amounts of premium detarmined are
less than the amounts paid by the insureds, Great States shall
refund the amounts of overcharge to the insureds with interest
at the racve of ten percent per anbnum froin the date the amount
ovarcharged was paicd.

. gond copies of the revised final audit billings
for these policies and revised astatistical reports to the NCCT
and the Deparbment .

e, each of the above payments shall be accompanied
by & lebtter acceptable to the Director. A Liabt of pavients, and
a detalled report of the re-calculations, giviong the name aned
address oft each party, the amount of each payment, the amount
that should have Dbeen c¢harged, the amount of overcharge or
undercharge,  the amount of interest paid, and the date of
pavment, shall bea furmished o the Markel Conduel Examination
Divieion of the Departmanlt within %5 days of the filed date of
Ehis Order,

A Within 60 days of the fijied date of this Crdey, Great
States shall pay $66.12 to the claimant of Claim #60001027,
$§25.67 to the claimant of Claim #€0000491 and £19.04 to the
claimant. of  Claim A60000Z67, rvepresenting additional amounts

which would have been paid these claimants had the claims been

paid retreactive to the olaimants' first dates of entitlement.

ALl payments shall be acocompanied by a letler acceptable to the

Nirvector, A list of payments, and a report giving the name and

070197 8
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acldreas of

of payment,

Divigion of

this Order

each party,

shall

the

amount of each payment, and the date

be furnished to the Market Conduct Examination

the Depsstment

The Depariwment

representatives,

H

within 75 dayg of the filed date of

shall be cermitted, through authorized

Lo vevify

that Great States has fully complied

with all requirements of Ehis Orvder.

6,

ireakbt

the Director for

the State

Sajd $6,000

NDivision o

Divector.

of rTespornso

Department

DATED at Pheanizx, Arivons thisﬁﬁgi__ﬂay ot
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shall pay a civil penalty of 56,000 to

to the State Treasurer for deposit in

accordance with A.R.3. §20-220(R).

be provided to the Markei Conduct Examination

H,o 1995

Legsuanae

the Deparbtment

befcore this Order is fiiled with the

Report cf Examination, and the letter

filed by Creat 9

of

tales, snell be filed with the

thils Qurder.
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CONSENT 'I'O_ORDER
1. Respondent, Great States Insurance Company, has
reviewed the attached Consent Order.

2. Respondent admits the jurisdiction of the Director of

Insurance, State of Avizona, admites the foregoing Fiadings of

Fact, and consents to the entry of the Conclusions of Law and

Orderx.

3. Respondent is aware of its right to a hearing, at
which it may be represented by counsel, present evidence and
Cross-examine witnesses. Respondent irrevocably waives its
vight te such notice and hearing and to any court appeals
related to thisg Order.

4. Reapondent slates thal no promise of any kind or
nature whatsoever was made to it to induce it to enter into this
Order and that it bhas entered into this Order voluntarily.

5. Respondent acknowledges that the acceptance of this=
Order by the Director of Insurance, State of Arizmons, s solely
to settle this matter against it and does neot preciude any other

+ state or ite subdivisious or any other

[N

[

agency ov officer of th
perscon from any olher civil or criminal proceedings as may be
appropriate new or in the future.

6.  James Edward Copeland, dr. | who holds the office

of WV]E? Pre§1deniw - of Great States Insurance

Company,. is authorized to enter inte this Order for ik and on

its bLehalf.

TS

GREAQ
June 26, 1997

(Date)

GH1Rg7 10
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SCHEDULE RATING WORKSHEETS NEEDED

POLICY NUMBER

GWEED0LT79
GWGHEOO210
GWGH0O37Y
CWGHEOG278
SHO600359
GRGH00401
GWGH00402
CHPH004AG9
GWGEODA10
CHGHO04AER
GWGEDO 485
GWGE00486
GWG600487
GWGB004868

EXHIBIT A

w3 JO BE RE-RATED USING NCCL $THAL f--MOLS

POLICY MIVBER

CWEAOOOT 1
GWPEGDO37
CHWEEO0038
CWPLOOD39Q
CWP600G40
CWPAHOCO4
CWPGLODC4A2
GWRGOODEZ
CWREO0Q046
GWG600377

GWGEOG3 78

ik

EXHIBLT B
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COPY of the foregoing mailed/delivered
this 10th day of July , 1997,

Charles R. Cohen

Deputy Director
sregory Y., Barvis

Executive Assistant Director
Brin M. Klug

Chief Market Conduct Examiner
Mary BPubtterfield

Assigtant Divector

Life & Healih Division
Deloris F. Williamsou

Assistanl Divector

Raltes & Regulations Division
Gary Torticill

Assistant Divector and Chief Financial

Corporate & Financial Affairs Division
Cathy O'Neil

Asgiasbtant Dirvector

Consumer Serviceg Division
John Gagne

Assiastant Dirvector

Investigations Division
Tavry L. Coopern

Fraud Unit Chief

REPARTMENT OF ITNSURANCE
2910 Morth 44th Streat, Suite 210
Phoanix, AY 85018

James . Copeland, Ji.

Vice President, Scutbwest Region
P.O. Box 51330

Phoenix, Arizona 85082 -1330

070197 12
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